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HIGHLIGHTS OF BUSINESS IN OCTOBER 


Business activity in October showed little change 
from September. Automobile output rose about 50 percent 
as production of new models got fully under way, but this 
was largely a seasonal increase. The steel industry con- 
tinued to Operate at little more than half its capacity. 
The index of industrial production remained unchanged at 
107 percent of the 1957 average. The seasonally adjusted 
rate of unemployment rose from 5.7 percent to 6.4 percent 
as the number out of work increased 190,000 to 3.6 mil- 
lion. 

More carouragng was the comeback in retail sales, 
which moved up 2 percent from the September low. De- 
partment store sales rose 6 percentage points to 150 
(1947-49 = 100), and automobile sales set a new record 
for October as dealers worked to get rid of their large 
stocks of 1960 models. 


Construction Almost Steady 

The value of new construction put in place in October 
amounted to $5.1 billion. This was 3 percent less than 
in September, but after adjustment for seasonal influences 
the total was down only slightly. Private construction 
accounted for $3.5 billion of the total. It was off 2 per- 
cent from the September pace, and the seasonally adjusted 
annual rate showed almost the same decline. Private non- 
farm residential building was down 5 percent from the 
preceding month and 15 percent from October, 1959. On 
the other hand, private nonresidential building expendi- 
tures rose 3 percent from September and 16 percent from 
October a year ago. 

Public expenditures on new construction amounted to 
$1.6 billion in October, a less-than-seasonal decline of 
+ percent from September and a gain of 12 percent from 
the year-earlier month. 


Bank Reserves Raised 

In the last week of October the Federal Reserve Board 
broadened its open-market operations, raising its holdings 
of government securities by $689 million, the largest in- 
crease since January, 1951. For the first time in more 
than two years federal obligations other than Treasury 
bills were meluded in the Fed’s purchases. This shift in 
policy was intended to make more reserves available for 
expansion of credit by member banks without putting too 
much pressure on the bill market. 

In addition, the Fed took steps on October 26 that will 
raise reserves of member banks about $1.3 billion near 
the end of November. First, the historic difference be- 


tween the reserve requirements of central reserve city 
banks and reserve city banks will be eliminated by reduc- 
ing the former from 1714 percent to 1614 percent. Second, 
banks will be allowed to count all the coin and currency 
they hold in their vaults as part of their legal reserves. 
Offsetting to some extent the effect of these measures, 
which were designed to give effect to legislation adopted 
by Congress last year, reserve requirements of country 
banks will be increased from 11 percent to 12 percent. 

The Fed expects about $1 billion of the increase in 
reserves to be drawn out of the banks by business and 
consumers in the form of currency for their holiday 
needs. Thus the net increase in bank reserves in the 
immediate future is estimated at only $300 million, but it 
goes a step beyond the requirements of holiday trade to 
combat the current slack in business activity. 


Further Decline in Sales 

Total sales by manufacturers and distributors showed 
a further decline in September — for the fifth consecutive 
month. The drop in seasonally adjusted dollar volume 
amounted to $500 million, lowering the total to $60.2 bil- 
lion. About $200 million of the reduction in sales occurred 
in manufacturing, bringing the total for the month to 
$29.9 billion. Declines of $100 million each were ex- 
perienced by wholesalers and retailers. 

Inventories of manufacturing and trade firms had a 
total book value of $93.2 billion at the end of September 
after seasonal adjustment, down $100 million from 
August. An increase of $100 million in trade inventories, 
primarily in new car stocks of dealers, partly offset a re- 
duction of $200 million in manufacturing inventories. 


Loans to Consumers Continue Up 

Consumer instalment debt, seasonally adjusted, moved 
up $192 million in September, somewhat more than in 
August but less than in any other month since November, 
1958. The increase raised the total of this type of debt 
outstanding to $42.2 billion, 10 percent more than a year 
ago. Automobile paper accounted for only $29 million of 
the latest increase, about the same gain as in the two 
preceding months but well below earlier months of the 
year. Other consumer goods paper rose $40 million after 
a small decline in August. 

Noninstalment debt amounted to $12 billion at the 
end of September, up slightly from the end of July. All 
short- and intermediate-term consumer debt totaled $54.1 
billion, equal to 15 percent of disposable income. 
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Some Financial Straws 


Reflecting current confusion in the financial world 
are a number of propositions which have gained wide 
support if not general acceptance: 

(1) That profit margins are being squeezed so that 
corporate profits are subnormal. 

(2) That prices of common stocks are low. 

(3) That speculation in gold is based on fears of the 
inflationary trends likely to be spurred by new govern- 
ment spending programs. 

(4) That the Federal Reserve quickly shifted to an 
easy money policy. 

(5) That higher government spending and easy money 
will soon push business ahead to new highs. 

All these propositions have the common quality of 
explaining away as “temporary” some undesirable aspects 
of the current situation. Some brief comments on each 
are in order: 

Profits. Although corporate profits have fallen back 
from the peaks reached in the second quarter of 1959 
and the first quarter of 1960, they are still about as high 
as in any other period. Those extreme highs were based 
on excessive inventory accumulation and could not be 
considered “normal.” The consequent cutback in volume 
accounts for the decline in profits, but given the lower 
level of sales, profits have held up very well, indicating 
that margins over direct costs have been well maintained. 
Intensified competition, partly from abroad, has no doubt 
put some prices under pressure, but wholesale prices in 
general and average hourly wage rates in manufacturing 
have held steady since the beginning of the year. 

Over a longer period, of say five years, profits have 
not expanded in line with sales and assets. This is due 
primarily to rising indirect costs in two forms — deprecia- 
tion charges and expansion of research and other staff 
functions. To correct the impression obtained from profits 
alone, some analysts prefer to use cash flow as the cri- 
terion of success, and they have found that this total 
of profits plus depreciation charges has substantially main- 
tained its share of sales value. It appears that the prob- 
lem of profits arises because industry has adopted policies 
of developing new products and processes and of gaining 
quick turnover of fixed capital through accelerated de- 
preciation. These policies can show success profitwise 
only when growth in sales is achieved. If sales remain 
stable, profits will continue to fall with the build-up in 
indirect costs; if sales decline, the fall will accelerate. 


Stock Prices. The decline in the stock market from 
last year’s highs is about in line with the decline in profits 
Although in a highly variable market some prices may 
now be considered low, the average overvaluation present 
last year has been only partly corrected. Historical stand. 
ards indicate that prices are still high, not only in rela. 
tion to profits but also in relation to cash flow. 

The half-decade drive of stock prices to last year’s 
highs did not derive solely from business progress, [ft 
reflected a shift in speculative sentiment based on concepts 
of growth and inflation. The economy was supposed to 
grow unceasingly at a rate that would keep resources fully 
employed; and the consequent upward pressure on busi- 
ness costs was supposed to ensure a “creeping,” continuous 
fall in the value of money. These expectations have not 
yet been dissipated. But the recession is aggravating the 
disappointments of early 1960, and there can be no guar- 
antee of the growth needed to restore optimism for an- 
other two years at least. If glowing expectations shatter 
under the impact of prolonged disappointment, stock 
prices could go much lower. 

Gold Flows. The prices of gold shares made new 
highs while other stocks were falling to recent lows. If 
there were elements of irrationality in this, they were 
overshadowed by those in the free market for gold itself, 
The price of gold was bid up to over $40 an ounce, or to 
roughly the highest price anyone has suggested as a prob- 
able stopping point for devaluation. To pay the full 
amount of a possible gain on the chance of getting it 
later appears to be just plain foolishness. 

The continuing cause behind this speculation in gold 
is our adverse balance of payments. By itself, this is a 
slow-acting pressure and could not properly be considered 
the cause of near-term change. What made the spec- 
ulative fever acute was growing awareness of the reces- 
sion, which made it seem likely that our government would 
have to act. Since some countercyclical measures, such as 
easy money, would tend to aggravate the gold outflow, it 
seemed that action on gold might be imminent. In other 
words, fear of deflation rather than of inflation was be- 
hind the speculation in gold. But neither devaluation nor 
easy money offers any sure cure for deflation. 

Monetary Policy. The Fed has already taken a series 
of steps that might be regarded as easy-money measures. 
Some of these came early enough so that there could 
hardly have been any anti-deflationary intent. Action on 
interest rates was halting. It followed rather than led 
market action and displayed a consistent regard for keep- 
ing interest rates high. The latest actions on the eve of 
the election seem more definitely anti-deflationary. It is 
not necessary to attribute denial of this intent to fear of 
influencing the election. Nobody is more convinced of the 
importance of its announcements than the Fed itself, and 
it has no wish to add to recession jitters. 

Actually, the Fed has been trying to straddle the issue. 
It is not ready to give up the hope that it will soon be 
fighting inflation again. It remains ready to retrieve its 
position on that side just after the turn of the year if 
business conditions should then warrant. This it could 
do by relatively moderate sales of bills — again only of 
a “seasonal” sort. Furthermore, it is concerned to keep 
short-term rates as high as possible in order to avoid 
aggravating the outflow of gold. A severe loss of gold 
would bring Congress into the picture, with results that 
could hardly be foretold. 

Federal Deficit. As a first order of business in 1961, 
the new Administration will undoubtedly direct all possi- 
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ELECTRIC POWER PRODUCTION 


Electricity is the most essential and most extensively 
used form of power in the United States today. Its steady 
development during the present century has been a major 
factor in the expansion of the nation’s industrial capacity 
as well as in the improvement of national living stand- 
ards. The dominance of this country in electric power 
production can be seen by the fact that with only 6 per- 
cent of the world population, the United States produces 
38 percent of total electric output. 

Last year, the United States electric utility industry, 
which has established new production records in each of 
thirteen consecutive years, produced 707 billion kilowatt- 
hours, more than 62 billion over the 1958 level. When 
railway and other industrial generation is included, the 
total output in this country reached 790 billion kilowatt- 
hours, more than twice the 1950 output. 

Production varies markedly among the states but tends 
to be roughly correlated with the concentration of indus- 
try. The heaviest area of production occurs in a cluster 
of Midwestern states which includes Illinois, Wisconsin, 
Ohio, Michigan, and Indiana. Nearly 23 percent of the 
total power volume is produced in this region, which also 
ranks first in industrial output. Other centers of produc- 
tion derive in part from the availability of water power, 
and these tend to result in concentrations of industries 
that are the heaviest users of power. 


Illinois Power 

Illinois, which ranks sixth in total power production, 
generated a record 44 billion kilowatt-hours last year. 
Of this amount, only 6 percent was produced by industrial 
users. The 42.5 billion kilowatt-hours produced by Illinois 
utilities was surpassed only by utilities in California, New 
York, and Ohio. 

About 97 percent of the total Illinois utility power 
production is generated by eight large privately owned 
companies. The largest of these firms is the Common- 
wealth Edison Company, which produced nearly two- 
thirds of the state’s total utility electric supply in 1959. 
The largest downstate utility, Illinois Power Company, 
ranks second, and is followed in size by the Central IIli- 
nois Public Service Company, Electric Energy Incor- 
porated, Central Illinois Light Company, Union Electric 
Company, Central Illinois Electric and Gas Company, 
and Iowa-Illinois Gas and Electric Company. The 1959 
sales of Commonwealth Edison Company amounted to 
$445 million; those of the other seven companies averaged 
$37 million. 

Besides production by private utilities, about 2 percent 
of total utility output was generated by the eleven munici- 
pal plants in Illinois. In addition, cooperatives produced 
another one-fourth of 1 percent, or 100 million kilowatt- 
hours; this, however, was only a sixth of total co-op dis- 
tribution, the rest of their power being purchased 
wholesale from private companies. There were 27 farm 
cooperatives in the State last year serving a total of more 
than 141,000 farm customers. 

Electric power is sold to more than 3 million Illinois 
consumers. Numerically, the 2.5 million residential users 
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are easily the largest group of consumers. In terms of 
energy consumption, however, large industrial firms are 
more important; some 23,000 bought more than 13 billion 
kilowatt-hours, or 38 percent of the utility total, in 1959. 
Residential customers consumed 21 percent, government 
agencies and municipalities 20 percent, commercial enter- 
prises 18 percent, and all others 3 percent. 


Sources of Energy 

Electric power is derived from a number of sources, 
but the most common one during the twentieth century 
has been coal, followed by water power, oil, and gas. Coal 
is used chiefly for steam-turbine generating plants, water 
power for hydroelectric plants, and oil and gas for in- 
ternal combustion engines. Although coal accounts for 
nearly 66 percent of all fuel consumption by electric 
utilities, its total share has shrunk from 82 percent since 
1945, despite a 96 percent increase in coal used. 

Illinois utilities, which have an installed generating 
capacity of nearly 9 million kilowatts, depend almost 
entirely on steam generators for power. About 98 per- 
cent of the Illinois utility capacity is in this form, com- 
pared with 69 percent nationally. This preference for 
steam as a “prime mover” derives from the relatively low 
cost and ready availability of coal from Illinois mines. 

Although fuel reserves nationally and in Illinois should 
be able to supply utilities for many decades, the develop- 
ment of atomic power has provided another possible 
source of widespread electric energy. Sixteen nuclear 
power plants having a total capacity of 1.4 million kilo- 
watts are either in operation or have been authorized for 
construction. 

Illinois is playing an important role in nuclear power 
development. Research has been carried on at Argonne 
National Laboratory by the University of Chicago for 
some time. In addition, the world’s largest single nuclear- 
power reactor was put into operation near Morris during 
the past summer. This plant, Commonwealth Edison’s 
Dresden Nuclear power station, will supply information 
about the “boiling water process,” in which steam is pro- 
duced in the reactor core, then forced into turbines where 
180,000 kilowatts of electricity are generated. Power 
from the turbines is distributed through conventional 
transmission systems just as is electricity from any other 
plant. Although 65 tons of uranium fuel will supply the 
reactor for 314 years compared with 2 million tons of 
coal for the same period, uranium is still the more costly 
producer of electric power. 

Since 1946, national production has increased 220 
percent to 707 million kilowatt-hours, installed capacity 
213 percent to 157 million kilowatts, and the number of 
utility customers 59 percent to 49 million. Furthermore, 
this dynamic increase, effected by the development of a 
larger array of appliances and machinery for both the 
home and industry, is not expected to decline in coming 
years. In fact, the nation’s utility industry, according to 
the Federal Power Commission, must double present out- 
put if it is to meet the sharply rising demands anticipated 
by 1970. 

















STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 
Percentage changes August, 1960, to September, 1960 


UNITED STATES MONTHLY INDEXES 
















































































-30 -20 -10 o +10 +20 +30 +40 Percentage 
COAL PRODUCTION —_— Sept. change from 
1960 
Aug. | Sept, 
1960 1959 
ELECTRIC POWER PRODUCTION — 
Annual rate 
in billion $ 
Personal income’............. 408. 4* + 0.0] +63 
EMPLOYMENT - MANUFACTURING Manufacturing! 
De et tere sod oe wipamaaicees 358. 8 — 0.7} +07 
DOOGIONIOS.. «. «0 vous tases 54.8%>| — 0.4] + 56 
New construction activity! 
COPSG TION CONTRACTS Private residential.......... 28 .0¢ — 2.1 0.0 
Private nonresidential....... 14.8° + 3.5 | -11.6 
™ Total aj Coe eeee estes ees 20. 3¢ + 3.0} +92 
oreign trade 
es aman inentiiia we Merchandise exports........ 19.44 — 5.1] +15.5 
a eee Merchandise imports........ 14.74 + 6.3] + 33 
Excess of exports........... 4.64 —29.3 | +85.3 
BANK DEBITS Consumer credit outstanding? 
pS a eee 54.1» + 0.4] +11.8 
Instalment credit........... 42.1> + 0.3 | +12.4 
| ee Business loans*............... 36.7» + 1.5] + 6.8 
FARM PRICES Flus Cash farm income?............ 35.94 +11.3 |] + 84 
Indexes 
(1947-49 
Industrial production® = 100) 
Combined index............ 107%e — 0.9} + 3.9 
Durable manufactures...... 102° — 1.9} +52 
ILLINOIS BUSINESS INDEXES Nondurable manufactures. . . 114%-¢ — 0.9} + 0.9 
OS EES ae ee 963° — 1.0} + 5.5 
: Manufacturing employment# 
Sept. Percentage Production workers......... 98 — 0.3} —0.2 
Item 1960 change from Factory worker earnings‘ 
(1947-49 Aug. Sept. Average hours worked....... 99 — 0.5}; — 1.7 
= 100) 1960 1959 Average hourly earnings..... 172 + 0.4] + 3.2 
Average weekly earnings... . 171 — 0.1 |] + 1.4 
Electric power'..............-. 254.5 ~ 3.81 $80.9 Construction contracts®........ 274 — 5.3] + 2.0 
Coal production®.............. 85.6 + 1.0] — 4.2 Department store sales*....... 144* + 0.7 0.0 
Employment — manufacturing®. 99.4 + 1.0] — 3.0 Consumer price index*......... 127 + 0.2) +13 
Weekly earnings—manufacturing? 169. 5° - 0.2] + 0.9 Wholesale prices* 
Dept. store sales in Chicago*....} 121.0» 0.0; — 1.6 All commodities. ........... 119 0.0/ —04 
Consumer prices in Chicago®....| 130.4 + 0.1} + 0.9 Farm products............. 88 +10) +97 
Construction contracts®........ 361.1 —14.2| + 0.4 Foods.......-.0+.0++eee0s 108 + 0.3) + 0.3 
Bank debits’.................. 223.5 | — 2.2 | 414.7 Other, .........--.2+02005. 128 -— 0.2) -— 0.3 
(OS EOS 80.0 | — 1.2] + 1.3 Farm prices? 
Life insurance sales (ordinary)’..| 279.1 — 8.6] — 2.0 Received by farmers........ 87 + 1.2] — 2.2 
Petroleum production™......... | 119.8 — 3.9} + 1.9 Paid by farmers............ 119 0.0) + 0.8 
here ree 80! + 1.3] — 1.2 
_ 1 Fed. Power Comm.; ? Il. Dept. of Mines; #Ill. Dept. of Labor; 
‘Fed. Res. Bank, 7th Dist.; 5U. S. Bur. of Labor Statistics; °F, W. 1U. S. Dept. of Commerce; ? Federal Reserve Board; 2 U. S. Dept. 
Dodge Corp.; ' Fed. Res. Bd.; § Lil. Crop Rpts.; * Life Ins. Agcy. Manag. of Agriculture; *U. S. Bureau of Labor Statistics; 5 F. W. Dodge Corp. 


Assn.; ” Ill. Geol. Survey. 


“Data for August, 1960, compared with July, 


1960, and August, 


® Seasonally adjuctet. > End 
Alaska. 4 Data for 


of month. 


© Includes Hawaii and 


ugust, 1960, compared with July, 1960, and August, 

















1959. » Seasonally adjusted. 1959. ©1957 = 100. *£ Based on official indexes, 1910-14 = 100. 
UNITED STATES WEEKLY BUSINESS STATISTICS 
1960 1959 
Item 
Oct. 29 Oct. 22 Oct. 15 Oct. 8 Oct. 1 Oct. 31 

Production: 

Bituminous coal (daily avg.)......... thous. of short tons..}| 1,332 1,423 1,421 1,353 1,376 1,322 

Electric power by utilities........... mil. of kw-hr........ 13,883 13,805 13,736 13,725 13,779 12,978 

Motor vehicles (Wards)............. number in thous.... . 168 163 163 159 156 118 

Petroleum (daily avg.).............. thous. bbl...........] 6,821 6,771 6,824 6,803 6,849 6,887 

__. SSE: a See eee 1947-49=100....... 90 92 92 88 90 22 
Freight carloadings................0.. thous. of cars....... 621 637 653 646 632 588 
Department store sales............... 1947-49=100....... 149 157 156 155 149 145 
Commodity prices, wholesale: 

Fe I nooo kao 0 ue wake 1947-49=100....... 119.0 119.0 119.2 119.5 119.5 119.1* 

Other than farm products and foods. .1947-49=100....... 127.6 127.6 127.7 128.1 128.2 128.4 

IR i cracaviaeh 20 dks eee 1947-49=100....... 83.4 83.4 83.8 83.7 83.6 86.9 
Finance: 

I oe 55 425 wiped ee mil. of dol......... 31,435 31,549 31,521 31,395 31,541 29,516 

Failures, industrial and commercial...number...... 331 270 326 343 304 273 




















Source: Survey of Current Business, Weekly Supplements. 


® Monthly index for October, 1959. 
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Corporate Securities 

New security offerings by United States corporations 
totaled $2.5 billion during the third quarter, the same 
as in the previous period but a half billion above the same 
quarter last year. The usual seasonal decline in total 
offerings was offset by increased financing by the com- 
munications industry and by sales and consumer finance 
companies. 

These third quarter results brought total new issues 
in the first nine months of this year to $7.4 billion, com- 
pared with $7.0 billion in the comparable period a year 
ago. Offerings by communication companies totaled $650 
million in the first nine months of this year, compared with 
$250 million last year. Personal credit firms have issued 
$1.2 billion in securities thus far in 1960 as against $700 
million in the same 1959 period. Partially offsetting these 
increases were reductions in the issues of manufacturing, 
non-rail transportation, and electric and gas utility 
companies. 

Of the total proceeds from new issues during the first 
nine months of the year, $4.1 billion was to be used for 
plant and equipment investment; $2.4 billion for working 
capital purposes; $215 million for retirement of securities ; 
and $471 million for other purposes, principally repayment 
of long-term bank debt and acquisition of securities to 
effect mergers. The balance of gross proceeds was used 
to cover expenses of flotation. 


Railroad Earnings 


Earnings of the nation’s Class I railroads, hurt by 
strikes and the continued decline in freight traffic, 
dropped $5 million in September, and were well below 
the earnings for September, 1959 and 1958. The Associa- 
tion of American Railroads estimated net income for the 
month at $25 million, compared with $29 million a year 
ago and $73 million in September, 1958. 

In the first nine months of this year, earnings were 
estimated at $303 million. This was down sharply from 
$393 million last year and $353 million in the same period 
two years ago. 

The report also stated that total operating revenues 
for the first nine months of this year totaled about $7.2 
billion, a decline of 2.4 percent from $7.4 billion in the 
January-September period of 1959. Operating expenses 
fell only 1.4 percent, from $5.8 billion last year to $5.7 
billion in 1960. 


Wholesale Prices 


Primary market prices, on the average, remained un- 
changed during September, following a sizable decline 
in the previous month. The wholesale price index for 
September stood at 119.2 percent of the 1947-49 average, 
the same as in August, and 0.4 percent below September, 
1959, 

The stability in the Labor Department’s index of 
wholesale prices in September resulted from opposite 
movements in the prices of nonagricultural commodities 
on the one hand, and prices for farm products and proc- 
essed foods on the other. The price index for the 
agricultural-related products increased from 97.4 in Au- 
gust to 98.0 in September. This was exactly offset by a 
decline in industrial prices from 128.2 to 128.0 during the 
month. 

The small year-to-year decrease in the over-all price 
index between September, 1959, and September, 1960, re- 
sulted not only from lower prices for some industrial 
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commodities but also from a 1.6 percent decline in the 
prices for farm products. The major reductions among 
farm products were in prices of cattle and fresh vege- 
tables. Industrial commodities which contributed to the 
general price decrease over the year were softwood lum- 
ber, electrical machinery, motor vehicles, iron and steel 
scrap, and leather products. 


Gross National Product 

The seasonally adjusted rate of gross national product 
fell to $503.0 billion in the third quarter, according to 
preliminary estimates made by the President’s Council of 
Economic Advisers. The third period rate represented a 
decline of $2.0 billion in the value of the nation’s output 
of goods and services from the second quarter record 
high of $505.0 billion. After adjustment for price changes, 
the decrease was even greater; in terms of 1959 prices, 
GNP fell from $497.4 billion in the spring quarter to 
$494.1 billion in the July-September period. 


GROSS NATIONAL PRODUCT OR EXPENDITURE 
(Seasonally adjusted, billions of dollars at annual rates) 


3rd Qtr.* 2nd Qtr. 3rd Qir. 
1960 1960 1959 


Gross national product........... 503.0 505.0 481.4 
Personal consumption.......... 328.5 329.0 316.0 
ee | 42.5 44.5 44.0 
Nondurable goods............ 153.0 153.5 148.0 
eR A orgie e erate 133.0 130.9 124.1 
Domestic investment........... 70.5 75.5 67.5 
New construction............ 40.5 40.7 41.1 
Producers’ durable equipment 30.0 29.5 26.5 
Change in business inventories 0 33 —.1 
Nonfarm inventories only... —.3 5.0 —.5 
Foreign investment............ 3.5 2.0 —.2 
Government purchases.......... 100.5 98.6 98.1 
INCOME AND SAVINGS 
Natiounl s00the. «6...6604650005%0 n.a. 419.4 399.4 
PRENRE DOO. ws cicecsansca cnr 408.0 404.2 384.8 
Disposable personal income....... 357.5 354.1 338.5 
PECSOMOE SAVINE...5. scctriinsees 29.0 25.2 22.5 


* Preliminary estimates by Council of Economic Advisers. 


The reduction in GNP was accounted for by declines 
in consumer spending for both durable and nondurable 
goods, coupled with a halt in the accumulation of business 
inventories. The cuts in durable and nondurable goods 
spending more than offset an increase in expenditures for 
consumer services, with the result that personal consump- 
tion expenditures fell for the first time in two years. 

At the same time, business inventory accumulation, 
which reached annual rates of $11.4 billion in the first 
quarter and $5.3 billion during the second period, came 
to an end during the July-September period. In other 
areas of private investment, spending for producers’ dur- 
able equipment rose somewhat, whereas new construction 
continued to drop. 

The declines in personal consumption and domestic 
investment were only partly offset by increased govern- 
ment outlays and a gain in net exports during the period. 


Housing Vacancies 

The latest report by the Census Bureau shows that 
the vacancy rate of the nation’s rental units continued 
to rise in the third quarter. During the period the num- 
ber of units vacant and available for rent increased to 
7.6 percent of all rental units from 7.3 percent in the sec- 


(Continued on page 8) 





EUROPE’S NEW ECONOMIC MATURITY 


KAREL HOLBIK 
Assistant Professor of Economics, Boston University 


After fourteen to fifteen years of adjustments and 
some unprecedented efforts — partly regionally organized 
—to prove its viability, Western Europe has emerged 
with a vigorous economy. The fact that its maturity has 
been regained should benefit not only the region but also 
other areas of the world — particularly the underdevel- 
oped ones. Many are interested in seeing how West 
European nations will pass on to the less fortunate coun- 
tries what they themselves received from America in 
connection with the Economic Recovery Program. 

One is justified in expecting that certain West Euro- 
pean nations will cooperate in the solution of the problems 
tackled by the economically backward countries. And, 
indeed, the stronger states in the region appear to be 
prepared to grant the kind of assistance that is called for 
— investment funds and goods. If their action succeeds, 
the whole trading world will move closer to the ideals of 
unobstructed international division of labor, multilateral- 
ism, and world-wide economic cohesion. 


Basis of Maturity 


The regained economic maturity rests first of all on 
the progressive expansion and impressive stability which 
have been achieved. The scope of economic expansion 
is demonstrated by continuous increases in the regional 
gross national product, which rose by 28 percent between 
1953 and 1958. (The GNP of the United States went up 
by 15 percent.) In West Germany, where progress has 
been most spectacular, the increase was as high as 47 per- 
cent. Similarly, West European industrial production 
gained by 48 percent. The corresponding figures for the 
United States and Germany are 15 percent and 70 percent 
respectively. 

Contributions to this economic growth have been made 
particularly by public works projects, private consump- 
tion, and exports. Consumption reached high levels, ex- 
panding 25 percent between 1953 and 1959. This expan- 
sion was facilitated in some countries such as the United 
Kingdom, France, Holland, and Germany by the use of 
consumer credit on a large scale. For instance, in the 
United Kingdom, there was an increase in consumer 
credit outstanding of 74 percent between the first quarter 
of 1958 and the third quarter of 1959, 

As to the influence of exports on regional economic 
recovery, the statistics presented in Table 1 suggest its 
magnitude. France, whose exports were stimulated by 
successful devaluation of the franc and by President de 
Gaulle’s monetary reforms, may be considered a good 
recent example of the boon of intra-European coopera- 
tion: it appears that, to a considerable extent, French 
exports have risen in response to German imports from 
France. (There is no exaggeration in the statement that 


TABLE 1. EXPORTS FROM OEEC 
MEMBER COUNTRIES 


(In billions of US dollars) 














Intra- |-+. x pe 
: ~~ | 1lo North To To other 
Year a America | USA | countries Total 
rade 

Se 14.2 2.8 23 10.9 27.9 
eee 26.5 5.8 5.0 17.6 50.0 
Increase 
1953-59......] 86.6% 108% 140% 61.5% 78.5% 




















the West German economic “miracle” has brushed off on 
a few other economies. ) 

It is significant that the aforementioned high levels 
of economic activity have been accompanied, or more pre- 
cisely, complemented by relative price stability and bal- 
anced international accounts. Price stability has been 
based on gains in productivity, on some unused productive 
capacity, and on the absence of union pressure for higher 
wages. Those observers who now fear that this economic 
harmony will not be sustained in the future believe that, 
before too long, full employment conditions will give rise 
to pressures in the markets for productive resources with 
the almost predictable consequence — higher prices. The 
market for skilled labor, for instance, is growing so tight 
that it threatens to limit economic growth. 

Monetary as well as fiscal policies have played an 
active part in the economic revival. The former have 


been generally relaxed and have permitted considerable ' 


narrowing of interest rates. Expansion in Germany and 
Great Britain in particular has had the benefit of easier 
money conditions. In other countries (e.g. France and 
Spain) accumulated inflationary pressures were siphoned 
off by stabilization programs. 

Fiscal policies, too, should be credited with the stimu- 
lus they have given to both consumer and producer spend- 
ing. The measures employed have, in most instances, 
consisted of tax reductions, investment allowances, sub- 
sidies, and expanding public works. 


Improvement in Reserves and Trade 

Equilibria in West European trade balances have 
found expression in unprecedented gains of foreign re- 
serves, in which about 70 percent of the trade surpluses 
were invested over the 1953-59 period. In 1959, West 
European reserves equaled $20.5 billion, of which Ger- 
many held $5 billion, Italy $3 billion, the United Kingdom 
$2.8 billion, Switzerland $2 billion, and France $1.7 billion. 
Whereas in 1952 aggregate reserves amounted only to 
$9.4 billion, by 1960 they have become equal to West 
Europe’s share in world trade and thus are high enough 
to raise the question whether their accumulation is ex- 
cessive and should be stopped. Some economists see in 
them a source of funds investable in poorer areas. 

The foreign exchange assets have already had a 
favorable impact on trade. They have induced most West 
European countries to pursue liberal commercial policies, 
from which the United States has also benefited. With 
minor exceptions, unfavorable balances of payments no 
longer hamper West European countries from expanding 
internally as well as externally. In fact, without the pre- 
vailing equilibria in international accounts, neither the 
European Economic Community (Common Market) nor 
the European Free Trade Association (both of which are 
commented on below) would have been practicable. 

The economic progress just highlighted has been re- 
sponsible for further elimination of quantitative import 
restrictions (especially those carried out in the frame- 
work of OEEC “liberalization” ) and has permitted new 
tariff concessions, as well as resumption of convertibility 
for nonresidents. Discrimination against dollar imports 
in the form of quotas has substantially decreased. The 
stronger balance-of-payments positions of some West 
European nations have led to capital exports, govern- 
mental as well as private. Among the former there are 
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subscriptions to the International Monetary Fund, loans 
to the World Bank, and repayments of European Pay- 
ments Union debts. 

Over the period 1953-59 the value of both aggregate 
West European imports and intra-regional imports in- 
creased by 71 percent and 89 percent, respectively. It is 
noteworthy that Germany alone accounted for about 50 
percent of the intra-regional trade increase. Commodity- 
wise the recent trade expansion has been characterized 
by sizable exchanges of manufactured goods among which 
consumer goods, including automobiles, and chemicals 
have loomed large. 

Total imports from the United States, in contrast to 
exports, have declined since the record value of $5.2 
billion in 1957. In 1959, imports were on the level of 
only $3.6 billion (annual rate). The reduction may be 
explained by cuts in purchases of raw materials and fuel, 
including such commodities as cotton, coal, iron and steel, 
and oil. The decrease in demand for them was caused by 
internal conditions, of which lower coal consumption in 
some instances and disappearance of iron and steel short- 
ages in others are illustrative. On the other hand, imports 
of American manufactured goods have been increasing 
steadily, rising 53 percent between 1953 and 1959. 

This trend is an indication that the United States has 
maintained its competitive position in the West European 
market. The competitive urge of Continental manufac- 
turers is easy to verify right here in this country, where 
European sales promotion has been quite successful, but 
it seems clear that price differentials based on lower 
European wage rates have been only of secondary im- 
portance. If liberal trading continues to be adhered to 
on both sides of the Atlantic, the years to come may very 
well show whether the system of “laissez-faire” in inter- 
national trade is suited to a world in which the pursuit 
of welfare policies is a primary governmental responsi- 
bility. Thus far, no structural changes have taken place 
in American trade with the Continent. The forces which 
have produced the recent divergent trade flows have 
largely been of a cyclical or temporary nature. 


Moves Toward Economic Integration 

Historically, Europe has been divided along several 
different lines. It still is, but the present “split” between 
the Common Market “Six” and the “Outer Seven” is in 
many respects unique. It has been brought about by the 
endeavor, shared throughout the region, to promote higher 
standards of living by means of economic integration in 
general and freer trade channels in particular. To the 
extent that the return to liberalism in commercial and 
financial relations among the West European countries 
is organically related to the new economic maturity de- 
scribed above, the “split” itself may be considered a by- 
product of regained prosperity. This contention should 
not detract, however, from the fact that the present divi- 
sion is not only an economic but also a political question. 

The European Economic Community (EEC), also re- 
ferred to as the Common Market or the “Six,” is a project 
participated in by Belgium, France, West Germany, Italy, 
Luxembourg, and the Netherlands. It is based on the 
Rome Treaty of 1957 and began its operation on January 
1, 1959, relying, to a considerable degree, on the experi- 
ence gained in the Schuman Plan (European Coal and 
Steel Community), the first supranational organization. 
The European Free Trade Association (EFTA), or the 
“Outer Seven,” was established in 1959. Its members are 
Austria, Denmark, Norway, Portugal, Sweden, Switzer- 
land, and the United Kingdom. The total EEC population 
approaches 170 million, and that of EF TA states equals 


(7 ] 





90 million. The GNP of the former group aggregates 
$150 billion; of the latter, $85 billion. In 1959, the “Six” 
accounted for 17.5 percent of all the foreign trade of 
the Western world (compared with America’s 16.9 per- 
cent), which makes the EEC the largest foreign trade 
entity in the world. 

The EEC and EFTA states are highly interdependent 
economically. In 1959 trade among EEC countries 
amounted to $8.2 billion, while that between EEC and 
EFTA countries totaled $9.3 billion. Table 2 also brings 
out their interdependence by showing how much each ex- 
ports to others in these groups. However, these data do 
not bring out the economic rivalries existing between the 
two groups of countries. 

To explain, however briefly, the existing, and appar- 
ently irreconcilable, EEC-EFTA disagreement as to the 
methods best suited for the liberalization of the West 
European economy, one must refer to the constitutions of 
the two organizations—the Rome and Stockholm Treaties. 
The EEC is a customs union with common external tariff 
and commercial policies toward the rest of the world 
(including the two economic giants, the U.S. and the 
U.S.S.R.). But most of its members wish to establish 
common standards in many other policies, such as those 
concerning agriculture, transportation, taxes, cartels and 
other business combinations. The ultimate objective of 
the Community is political integration (“United States of 
Europe”) to be prepared via economic fusion. 

The EFTA has much more modest goals and integra- 
tion aspirations. It does not seek more than a loose com- 
mercial cooperation without the permanence which is fun- 
damental to the EEC. EFTA’s members are free to 
pursue independent commercial policies toward third 
countries and do not intend to harmonize their economic 
policies in the interest of a future federation. They shy 
away from what the EEC has plunged into — reduction 
of national sovereignty of individual states. 

At present, each of the two groups is in the process 
of removing trade barriers (customs duties and import 
quotas). The process as planned by both organizations is 
a gradual and protracted one, but calls for the same rates 
of reduction of existing trade impediments. The EEC 
countries agreed in the Rome Treaty to reduce their tariffs 
as they applied to other member countries in a series of 
steps — by a tenth in 1959, and by additional tenths of the 
original level in 1960, 1962, 1963, 1965, 1966, and so on, 
with the aim of achieving complete elimination by 1970. 
(The EEC Council of Ministers subsequently modified this 
schedule to speed up the process in the early years.) The 
EFTA adopted a similar plan, with the six industrial 


TABLE 2. DISTRIBUTION OF INTRA-EUROPEAN 
EXPORTS 


(Percentage of total) 











Exports Exports 
to EEC to EFTA 
EEC countries: 
Belgium-Luxembourg........... 45 16 
Re ee ee 22 13 
i ae ee ee 27 27 
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United Kingdom............... 13 10 














member countries committed to a schedule of reductions 
identical to that of EEC under the Rome Treaty but with 
Portugal permitted a slower process of tariff reductions. 

With respect to nonmember countries the EEC coun- 
tries propose to adopt a common tariff in three stages. 
EFTA countries also contemplate reductions of tariffs ap- 
plying to nonmember countries. In both cases, these re- 
ductions are contingent on negotiations to take place in 
1961 among countries of the still broader international 
group participating in the General Agreement on Tariffs 
and Trade. 

It is hoped that in the course of the next ten years 
progress toward West European unity will be made not 
only on the economic and political fronts, but in the indis- 
pensable “integration psychology” as well. This psy- 
chology should render compromises more feasible than 
they are now. Some observers consider Europe’s division 
in spirit more serious than its economic division. They 
assert that business decisions are being made on the as- 
sumption that the carrying out of the time-tables laid 
down in the Rome and Stockholm Treaties will result in 
ever increasing discrimination between the two groups in 
the years to come — which would doubtless be a depress- 
ing prospect.. 

The United States could assist the EEC-EFTA rap- 
prochement by lending support to those international pro- 
grams (those of the GATT, for instance) which seek 
world-wide reduction of trade and payments discrimina- 
tion. Preferential trade arrangements in Europe can 
hardly be to America’s advantage. 








Some Financial Straws 
(Continued from page 2) 
ble efforts toward reversing the current downturn. The 
federal accounts for this fiscal year appear likely to turn 
up a small deficit without any additional action on ex- 
penditures and tax rates. Even if the recession is mild, 
the deficit will probably expand sharply in fiscal 1961, as 
it did in fiscal 1959 following the recession of 1958. 

One of the most highly standardized fallacies being 
bandied about today is the offhand identification of defi- 
cits and inflation. There is no direct and immediate rela- 
tion of this kind. On the other hand, deficits do occur 
automatically in periods of deflation as a result of falling 
tax receipts. This cushions the decline, like any of the 
other built-in stabilizers, but by itself cannot push the 
economy back up. What is needed is a positive contri- 
bution in the form of increased expenditures, either direct 
or by way of reductions in tax rates. 

When undertaken, an increase in federal expenditures 
has no more effect on the economy than equivalent private 
expenditures (more likely less) and tax reductions are 
generally less effective than equivalent increases in ex- 
penditures. Whether such measures will bring about 
recovery depends entirely on their magnitude. Unless 
they are large enough to offset continuing declines in 
private spending, the pace of activity will continue to fall. 
Compensatory action of this kind requires legislation and 
is typically slow. There is no way of predicting that it 
will assure an upswing in 1961 or even in 1962. 


What seems clear is that each of these propositions 
has partial validity in referring to facts of the current 
situation. As interpretations, however, they merely as- 
sume the conclusions they are supposed to establish. In 
each case, the outcome depends on the future course of 
business, so that the implicit predictions cannot be taken 
for granted. VLB 


Recent Economic Changes 
(Continued from page 5) 


ond quarter of 1960 and 6.6 percent in the July-September 
period a year ago. 

Rental vacancy rates were up in all four sections of 
the country included in the agency’s report with the 
exception of the West. The largest advance occurred jn 
the South where the vacancy rate reached 8.9 percent of 
available units in the third quarter, compared with 83 
percent in the preceding quarter. In the North Centra] 
region the proportion of rental units vacant rose from 
7.5 percent to 8.0 percent. A smaller increase occurred 
in the Northeastern section of the country, where the 
rental vacancy rate advanced to 4.6 percent. In the West 
the rate fell from 10.6 percent in the second quarter to 
10.2 percent in the third period. 

The average vacancy rate on home-owner units avail- 
able for sale was unchanged during the third quarter at 
1.2 percent. 


Unemployment 

A contraseasonal rise in unemployment pushed the 
total number of jobless in October to 3.6 million. The 
191,000 increase in unemployment resulted mainly from 
cuts in manufacturing employment, particularly in the 
steel and electronics industries. Normally, the number of 
jobless would be expected to decline by about 200,000 
during the month. As a result, the seasonally adjusted 
rate of unemployment jumped to over 6 percent of the 
labor force, the highest rate since December, 1958. 

At the same time, employment, which normally shows 
an increase of about 400,000 for the month, declined by 
277,000 in October to 67.5 million. 

Labor Department data, in thousands of workers, are 


as follows: Oct. Sept. Oct. 
1960 1960 1959 
Civilian labor force.............. 71,069 71,155 70,103 
ee ee ere 67,490 67,767 66,831 
FS FETE SP ae 6,247 6,588 6,124 
Nonagricultural............... 61,244 61,179 60,707 
Per ere eee 3,579 3,388 3,272 
Seasonally adjusted rate. ...... 6.4 5.7 . 6.0 


Machine Tools 

Net new orders for metal-cutting tools fell sharply 
in September, following an upward spurt in the previous 
month. According to the monthly estimate of the National 
Machine Tool Builders’ Association, orders for cutting- 
type tools in September amounted to $42.5 million, com- 
pared with $47.8 million in August and $47.7 million in 
September, 1959. The decline of 11 percent brought 
September orders down near the average monthly level 
for this year of $42.3 million. 


As has frequently been the case this year, the main’ 


support for orders came from foreign buyers during the 
month. Cutting-tool orders from overseas showed a 42.6 
percent increase, from $11.5 million in August to $164 
million in September. A year ago foreign purchasers 
placed orders totaling only $7.8 million. So far this year, 
foreign cutting-tool orders have amounted to $109.2 mil- 
lion, or 28.4 percent of total orders, compared with $41.8 
million, or 11 percent of total orders, in the first nine 
months of 1959. Net new orders from United States 
buyers accounted for all of the September decline. 
Domestic orders during the month fell to an estimated 
$26.1 million, down 28.2 percent from $36.3 million in 
August and 34.8 percent from $39.9 million in September 
last year. 
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Voting in Presidential Elections 


According to estimates released by the Bureau of the 
Census, about 107 million civilians were old enough to 
yote in the November, 1960, presidential election. Of this 
number, almost 68 million cast their votes for presi- 
dential electors of the United States, or approximately 
63 percent of those of voting age. This preliminary figure 
compares with 62 million votes cast for presidential elec- 
tors and 60.4 percent of those of voting age in 1956. The 
proportion of the civilian population of voting age repre- 
sented by the total votes cast for United States presiden- 
tial electors since 1920 has ranged from 43.6 percent in 
that year to 1960’s record high. 

About 400,000 civilian residents of Alaska and Hawaii 
were eligible to vote in a presidential election for the first 
time. In addition, 8.4 million civilians in the other 48 
states have reached voting age since the 1956 election. 
The total includes the civilian population 21 years old and 
over for all states and the civilian population 18 years of 
age and over in Georgia and Kentucky, 19 to 21 years of 
age in Alaska, and 20 and over in Hawaii, where persons 
of these ages are permitted by law to vote. 


Mobility of Population 

As a result of an annual mobility sample survey con- 
ducted by the Bureau of the Census, it is estimated that 
about 33 million persons, or 19.2 percent of the civilian 
population one year old and over, moved within the United 
States between April, 1958, and April, 1959. Living in the 
same house throughout this period were 80.3 percent, and 
0.5 percent had moved from outside the continental United 
States. Of those who moved within the United States, 68 
percent changed residences within the same county, 16.5 
percent moved across county lines within the state, and 


MOVERS BY TYPE OF MOBILITY 
APRIL, 1948, TO APRIL, 1959 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 
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15.5 percent moved between states. The accompanying 
chart shows that these percentages have fluctuated very 
little in the past ten years. 

In contrast to previous survey results, the mobility rate 
for the South during the year ending April, 1959, was 
about as high as that of the West. The mobility rate for 
the West amounted to 24.1 percent, compared with 23.0 
percent in the South, 18.0 percent in the North Central 
area, and 13.4 percent in the Northeast. Both the West 
and Northeast regions experienced a slowdown in the rate 
of mobility from the previous period. The mobility rates 
for both the South and North Central regions were about 
the same as in the 1957-58 period. 


Foreign Trade’ 


Data released by the Department of Commerce indi- 
cate that for the first eight months of 1960 United States 
merchandise exports totaled $13.6 billion, an increase of 
19 percent from the same period in 1959. However, 
monthly shipments of goods fell from $1.8 billion in April, 
1960, to $1.6 billion in August, 1960. The decline in ex- 
ports since spring was owing partly to a fall of 82 percent 
in raw cotton shipments. There were also sizable declines 
in exports of machinery, grains, and automobiles (includ- 
ing parts and accessories). On the other hand, exports of 
tobacco and iron and steel products increased 122 percent 
and 29 percent respectively over April, 1960. 

In the first eight months of the year, merchandise im- 
ports amounted to $10 billion, about 2 percent higher than 
for the comparable period of 1959. Imports totaled $1.2 
billion in August, 1960, 6 percent above July’s figure but 
still below the monthly average for the year. Most major 
classes of commodity imports have been relatively stable 
during the year, but imports of foreign cars have fallen 
by about 50 percent since spring. 

The national merchandise export surplus averaged 
about $460 million in July and August of 1960, and this 
rate is about the same as the monthly average of the first 
half of the year. The export surplus averaged only $198 
million a month for the first eight months of 1959. 


Intercity Trucking 


According to the American Trucking Association, the 
volume of intercity freight hauled by truck during the 
second quarter of 1960 amounted to 91 million tons. This 
figure was exceeded only by the record-breaking 93 million 
tons in the second quarter of 1959. 

General freight carriers, accounting for almost half 
of the total tonnage, reported a decrease of 4 percent. 
Liquid petroleum carriers, the second largest group (25 
percent of total tonnage), showed a rise of 3 percent over 
the second quarter of 1959. Motor vehicle carriers showed 
the largest percentage increase, with a rise of 6 percent. 
Carriers of heavy machinery and building materials ex- 
perienced drops of 15 percent and 11 percent respectively. 

Five of the nine geographical regions registered gains 
over the second quarter of 1959, resulting in all-time 
highs for each of these five regions. Carriers in the Rocky 
Mountain region reported the largest tonnage increase, 
with a gain of 8 percent. Northwestern operators in- 
creased their tonnage 5 percent, while the loads of 
Southern carriers advanced 4 percent, those of South- 
western haulers rose 2 percent, and those of Mid-Atlantic 
operators gained 1 percent. 





LOCAL ILLINOIS DEVELOPMENTS 


In September the major indexes of Illinois business 
generally turned down from August. Construction con- 
tracts dropped 14 percent, life insurance sales fell 9 per- 
cent, and petroleum output declined 4 percent. 

Most of the state indexes were above year-earlier 
figures, with construction contracts and electric power 
experiencing the largest gains, 15 percent and 12 percent 
respectively. However, coal production, manufacturing 
employment, life insurance sales, and seasonally adjusted 
department store sales in Chicago were down. 


Changes in Bank Debits 


Monthly average bank debits of fifteen major Illinois 
cities totaled $19 billion in the first six months of 1960, an 
increase of 8 percent from the corresponding period in 
1959. These results were dominated by Chicago, which 
accounts for about 90 percent of the total bank debits of 
the fifteen cities. Of the other cities, those located in the 
northern portion of the State recorded the greatest gains. 
Aurora and Rockford experienced increases of 12 per- 
cent and 9 percent respectively, the highest percentage 
increases recorded during the period. The only cities 
reporting declines in bank debits during the period were 
Peoria (4 percent), East St. Louis (2 percent), and 
Springfield (1 percent). Bloomington, Decatur, and Dan- 
ville showed relatively little change from the first six 
months of 1959. 


State Finances in Illinois 

In 1959 the general revenue of the state government 
of Illinois amounted to $104 per capita, according to the 
Bureau of the Census report, State Government Finances 
in 1959. The average for the nation as a whole was $139 
per capita. General revenue per capita ranged from a 
high of $295 in Wyoming to a low of $90 in New Jersey. 
About $25 of the Illinois revenue per capita came from 
the federal government; state taxes accounted for $73, of 


DISTRIBUTION OF NONAGRICULTURAL 
EMPLOYMENT, FIRST HALF, 1959 AND 1960 


THOUSANDS OF INDIVIDUALS EMPLOYED 
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which about 60 percent came from the retailers’ occupa- 
tion tax and motor fuel sales tax. Charges and misce]-. 
laneous general revenue brought in $6 per capita. 

By borrowing to supplement revenues, the state goy- 
ernment was able to spend $124 per capita in 1959. The 
average for all states was $148 per capita. Some $28 per 
capita was expended on education, with state institutions 
of higher education receiving $12 per capita and the re- 
mainder going for support of local education. These latter 
figures are each below the corresponding national aver- 
age and appreciably below the per capita expenditures for 
education in such states as Delaware, Alaska, and New 
Mexico. Outlays for highways in Illinois amounted to $47 
per capita, compared with an average of $43 per capita 
for all states in the country. Per capita expenditures for 
public welfare and health and hospitals in the State were 
roughly the same as the average for all states, amounting 
to $17 and $15 respectively. 


Cattle on Feed 


Illinois ranked fourth among the states in the number 
of cattle on feed as of October 1, 1960, being exceeded 
only by Iowa, California, and Nebraska. Farmers in Illi- 
nois had 360,000 head of cattle on grain feed for market, 
or 12 percent less than the 409,000 head on feed a year 
earlier and 24 percent less than the number on feed July 
1, 1960. In the 26 major cattle feeding states of the 
nation, the number of cattle on feed (including calves) as 
of October 1, 1960, was up 1 percent from a year ago but 
down 9 percent from July 1, 1960. 

Marketing of grain-fed cattle from Illinois farms dur- 
ing the third quarter of 1960 totaled 239,000 head, 3 per- 
cent more than in the same period a year ago. The total 
of 223,000 head of cattle placed on feed during the 
quarter was 13 percent less than during the same months 
of 1959. It was reported that farmers intended to market 
about 70 percent of their cattle on feed during the fourth 
quarter of 1960 and the remainder at a later date. 


Illinois Nonagricultural Employment 


Total nonagricultural employment in Illinois during 
the first six months of 1960 averaged 3.4 million, an in- 
crease of 42,000 over the same period a year ago. How- 
ever, employment in the months of May and June fell 
below the level of the corresponding months of 1959. 

In the first half of 1960, employment in mining and 
petroleum experienced the greatest percentage change of 
any major sector, with a decline of 4.5 percent from the 
same period a year ago. The only other major sector to 
decline during the period was finance, insurance, and 
real estate, which fell very slightly. Employment in man- 
ufacturing industries increased 0.7 percent, reflecting a 
gain of 1.6 percent in the durable goods manufacturing 
sector partly offset by a 0.7 percent decrease in non- 
durable goods production. Between the first six months 
of 1959 and 1960, increases of 2 percent or more were 
recorded for contract construction, government, and serv- 
ice and miscellaneous industries. 

The accompanying chart shows that these changes 
resulted in no substantial change in the percentage distri- 
bution of employment by industries between the first 
halves of 1959 and 1960. Manufacturing continued to 
employ about 35 percent of the workers. The share of 
wholesale and retail trade remained at 21 percent, while 
service and miscellaneous industries and government held 
at 12 percent each. 
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¢ Includes immediately surrounding territory. 


Comparisons relate to July, 1960, and August, 1959. 
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n.a. Not available. 
2 Local power companies. 
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